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SUBJECT: CIEC: FINANCIAL AFFAIRS COMMISSION CONTACT 
GROUP ON MEASURES AGAINST INFLATION 

REF: 5/2 JUNZ-GELBARD TELCON 

1 . G-8 PARTICIPANTS IN INFLATION CONTACT GROUP WORKED 
ON TENTATIVE RPT TENTATIVE DRAFT OF LAST PART 
(MEASURES) OF JOINT TEXT AFTERNOON OF MAY 3. EC HAS 
ALREADY RAISED OBJECTIONS TO PAPER AS QTE RETROGRESSION 
UNQTE AND IS IN PROCESS OF PREPARING REVISION. TEXT 
FOLLOWS: 

BEGIN TEXT: 

5. THE PARTICIPATING STATES, RECOGNIZING THAT 
CONTROL OVER INFLATION IS A PRECONDITION FOR SUCCESSFUL 
ECONOMIC DEVELOPMENT, AGREE THAT ALL COUNTRIES SHOULD 
TAKE ALL MEASURES AVAILABLE TO THEM TO RESTORE AND 
MAINTAIN PRICE STABILITY AND COUNTERACT INFLATIONARY 
EXPECTATIONS. 
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AMONG SUCH MEASURES THE FOLLOWING ARE ESSENTIAL: 

- THE PURSUIT OF EFFECTIVE DEMAND MANAGEMENT THROUGH 
FISCAL, MONETARY AND, WHERE APPROPRIATE, INCOME 
POLICIES BY DEVELOPED COUNTRIES AND DEVELOPING 
COUNTRIES, EACH TO THE MAXIMUM EXTENT POSSIBLE. SUCH 
MEASURES ARE IMPORTANT IN ALL INDUSTRIALIZED 
COUNTRIES. THEY ARE PARTICULARLY IMPORTANT FOR THOSE 
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COUNTRIES WHICH HAVE WORLDWIDE ECONOMIC INFLUENCE. 
FOR THEIR PART, OTHER COUNTRIES SHOULD, SO FAR AS 
POSSIBLE, PURSUE NON-INFLATIONARY (ECONOMIC AND) DEVEL- 
OPMENT POLICIES. 

- THE FOSTERING OF CONTINUED LIBERALIZATION OF THE 
INTERNATIONAL EXCHANGE OF GOODS, SERVICES AND CAPITAL 
AND THE IMPROVEMENT OF MARKET ACCESS FOR PRODUCTS OF 
DEVELOPING COUNTRIES. THE ENCOURAGEMENT OF FREE 
COMPETITION BETWEEN ALL ECONOMIC AGENTS AND THE 
PROMOTION OF TRANSPARENCY AND EFFICIENCY OF MARKETS. 

- THE SHIFTING OF RESOURCES TO THE INVESTMENT SECTOR 
AND, WHERE APPROPRIATE, THE ADOPTION OF MEASURES TO 
IMPROVE PRODUCTIVITY. END TEXT. 

3. PURPOSE OF CHANGES IN DEMAND MANAGEMENT SECTION 
IS TO STATE APPLICABILITY OF DEMAND MANAGEMENT POLICIES 
FOR ALL, WHILE SHOWING SOME DIFFERENTIALS AMONG 
INDUSTRIALIZED COUNTRIES, COUNTRIES WITH MAJOR 
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ECONOMIC ROLE (INCLUDING OPEC) AND NON-OIL LDC'S. U.S. 
DEL HAS BEEN ATTEMPTING TO RESIST DIFFERENTIALS IN THIS 
SECTION, BUT OTHER G-8 COUNTRIES INSISTING ON AT LEAST 
SOME DISTINCTION. 

4. IT APPEARS THAT WITHIN G-8 THERE WILL BE OPPOSITION 
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TO LAST SECTION, BUT U.S. WOULD LIKE TO INSIST ON AT 
LEAST THIS VERSION. OTHER G-8 COUNTRIES ALSO HAVE 
STRONG FEELINGS ABOUT PARAGRAPHS ON PRODUCER-CONSUMER 
COOPERATION AND LIQUIDITY. FORMER WILL BE FOUGHT ON 
GROUNDS THAT THERE IS AGREEMENT AMONG G-8 IN ENERGY 
COMMISSION THAT THIS CONCEPT WILL NOT BE PRESENTED 
UNTIL LATER. ON LIQUIDITY QUESTION, IN SPITE OF STRONG 
U.S. RESISTANCE AND DISAGREEMENT, WE ARE FACED WITH 
OTHER G-8 COUNTRIES BEING UNANIMOUS ON NEED FOR SAME 
LANGUAGE. WE RECOMMEND THAT BASED ON STRONG U.S. 
POSITION UP TO NOW, WE SHOULD PRESENT TO G-8 BRIEF, 
NON-NEGOTIABLE, AND NON CONTROVERSIAL SENTENCE THAT 
MENTIONS SUBJECT IF NOT LIQUIDITY. IF AGREED, PLEASE 
SUPPLY APPROPRIATE LANGUAGE. 
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5. G-8 DESIRE TO AVOID DISCUSSION OF CAUSES OF 
INFLATION HAS PROVEN FRUITLESS. WOULD APPRECIATE 
PARAGRAPH, POSSIBLY ALONG LINES OF ONE USED IN 
NOVEMBER G-8 TEXT, ON CAUSES OF INFLATION. 

6. WORK FOR MAY 4 WAS TO DISCUSS EARLIER 
PARAGRAPHS. WOULD APPRECIATE TELEPHONE 

OR CABLE RESPONSE NO LATER THAN COB 5/4 PARIS TIME. 

KATZ 
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